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Bellgouth cosputed a ﬁ&nréaﬁrriﬁg-ﬁﬁaﬁg& for one

investsent related rate element, IS5 Space Congiruction

Charge ~ per 100 Syuare Foot Module, The depreciation
sxpense, cost of soney and lncowme bax expense, the three

swmponents of capital costs, were discounted over the life

of the investment. The discount rate is the same as the
interest rats used to calculate the cost of money, 13.34%,
and the term is 44.7 years, the sawe as the deprecisble
iife.

for developing the

The only corvect amortization period
present worth of a a&&iﬁ&iiz&ﬁ investwent is the pericd of
time over which the lnvestmpent is vapitalized. If, for
sxample, the capitsl costs of an investment are developed
over 44.7 years, as in this case, then the smortisation
| perind for developing the present worth should be 44.7
- years. ¥When an investment iz capiltalized over 4%;? YEALE,

the depreaciation sxpense iz spresad over the zame peried. In
order to recover the originesl investment, then 44.7 yeers
must be used ss the amortization period for developing the
present worth ﬁégxaaiatiaﬁ sppense a3z well as the other

capital costs.

caloulstion for the nonrecurrving charge of the BIE Space

Censtruction Charge ~ per 100 Sguave Foob Hodule other than



geprecistion sxpense

cost of money, a vapital vost, is cospused of debt and
sty Cinancing. pebt ﬁiﬁ&ﬁﬁiﬁg is taw deductibles but the
',eagﬁity portion must be paid from esvnings. Farnings ars
| ﬁaxaﬁ.at‘@@%h'th@ staty aﬁé.ﬁﬁéaral leveln. Therefore,
income tax iz a valild cost thet is incurred when an

investwent is capitalized.

from the discounted value caloulation, the company does not
recover all ite costs. There i&ya‘gharﬁfaii becavse the tax
'ﬁﬁgxgéiatia§ §x§an§evm@s& be spread over the tax life of the
investaent and a8 5 result i€ éévamﬁag do not match SHUPBNGES

then incowme bay ig incuresd.



